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In an address at the Annual Meeting of the Bankers 
Association for Foreign Trade on April 22, Mr. Rooth, 
Managing Director of the Fund, stated that the Interna- 
tional Monetary Fund had been planned for a world 
of currency convertibility and liberal trade. It was 
established as an institution, not merely for a transitional 
period after the war, but for a long time ahead, and it 
would have been tragic if its founders had accepted and 
planned for a world of continuing exchange restrictions 
and discriminatory exchange practices. The postwar 
period, however, had not developed as the founders of the 
Fund had hoped. In 1944, high hopes were held for the 
“One World” which would follow the war—one world in 
which all nations would live in peace and devote the re- 
sources formerly wasted in war to raising the standards 
of human well-being. Our postwar disappointments in 
the monetary field are but one facet—and a minor one— 
of this greater disappointment. 


“The monetary problems of most of the members of 
the Fund,” Mr. Rooth stated, “have been intensified by 
the disappointment of their hopes of living in peace with 
the communist world. This disappointment has greatly 
increased their need for defense expenditures and has 
done this at a time when their resources are urgently 
needed for peaceful purposes. It has also disrupted the 
East-West trade which was so important for prewar 
Europe and Asia. The disruption of East-West trade 
has increased the dependence of non-dollar countries on 
dollar sources of supply, while the increase in defense ex- 
penditures has lessened their ability to earn dollars. 


“The Fund was established primarily to administer 
a code of fair and liberal exchange practices and to assist 
countries in following these practices by providing them 
with needed currencies to meet temporary disequilibria 
in their balances of payments. They would thus have time 
to correct these disequilibria without resorting to restric- 
tions which, if their use were widely extended, could 
benefit no one. But, in the postwar situation, most of the 
trade deficits have not been ‘temporary’. They have 
instead been of such a character that they were not likely 
to be corrected during any period in which it would have 
been reasonable to finance them by allowing access to 
the Fund’s resources. 


“This would probably have been true in any event 
during the first few years after the war, while the war- 
ravaged countries rebuilt their productive facilities, re- 
plenished their stocks, and re-established their trade 


INTERNATIONAL MONETARY FUND ° 


The Fund and Currency Convertibility 


April 24, 1953 





connections. Provision for such an inevitable transition 
period was made by the U.S. and Canadian loans to Great 
Britain, and by the Export-Import Bank and International 
Bank loans for the reconstruction of the principal Euro- 
pean countries. The Fund itself played an active, though 
modest, role during this period, and in 1947 allowed its 
members to draw nearly $500 million from it. But the 
disappointing character of the postwar world prolonged 
the transition period far beyond the time when these 
credits were exhausted. 


“The fundamental difference between the temporary 
type of trade deficit which the Fund was mainly intended 
to finance and those which were actually occurring at 
the end of this first ‘transition period’ (during 1947 
and the first part of 1948) was the most important chal- 
lenge which the Fund so far has had to meet. Three 
basic types of response to this challenge were possible. 

“First, the Fund might have closed its eyes to the real 
character of the financial problems of its members, and 
allowed them to use its resources to meet a continuing 
drain on their monetary reserves. If we had followed 
this course, the Fund’s resources would long before now 
have become frozen in inconvertible currencies. The 
Fund would have lost most of its power to play a con- 
structive role in world affairs—yet the goal of currency 
convertibility and liberal trade would not have been 
achieved. 


“The second possible type of response would have been 
that of complete defeatism. We might have concluded 
that the Fund was planned to play a role in a different 
and better world, and that it would have no part in the 
shrunken and poorer one in which it found itself. The 
Fund might thereupon have returned its resources to its 
subscribers and wound up its affairs. 

“Either of these responses would have been disappoint- 
ing to our founders—who conceived the Fund as a living 
institution, able to adapt itself to the world as it found 
it and to strive to make that world a better one. 


“Fortunately, the Fund followed a middle way—a third 
type of response avoiding both of the unpleasant alterna- 
tives which I have just outlined. This was made possible 
by the generous and farsighted action of the United States 
Government in launching the Marshall Aid Plan. With 
the help of this aid, the European countries have been 
able not only to complete the restoration of their produc- 
tive capacity, but to raise it substantially above what it 
was before the war. This increase in productive capacity 
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has paved the way for the establishment, after the neces- 
sary adjustments in the patterns of trade have been com- 
pleted, of a viable system of world payments. 

“At an early stage in the development of the Marshall 
Plan it was agreed that, during its continuance, the mem- 
ber countries of the Fund receiving Marshall Plan assis- 
tance would draw upon the Fund only in extraordinary 
circumstances. This meant that the resources held in the 
Fund were conserved for a later period when it might 
reasonably be expected that steps toward convertibility 
could be taken and new drawings on the Fund would be 
reversed after a reasonable interval and the revolving 
character of the Fund maintained. As a consequence of 
this decision, drawings on the Fund, which had amounted 
to nearly $500 million in 1947, declined to a little over 
$200 million in 1948, and to about $100 million in 1949; 
in 1950, there were no drawings at all. Since 1950, draw- 
ings have again been rising, and amounted to about 
$85 million in 1952. A new procedure, of which two 
members have already availed themselves, has recently 
been developed to make stand-by credits available to 
countries that expect to run into temporary balance of 
payments difficulties. 


“During this period of low transactions-volume, the 
Fund has, nevertheless, been active in its relations with 
its members in the fields of exchange rate adjustments, 
the relaxation of exchange restrictions, and technical 
assistance. It has also advised members which are suf- 
fering continuing external deficits to adopt domestic 
monetary and budgetary policies which will enable them 
to achieve balance of payments equilibrium. In the mean- 
time, the resources of the Fund have been conserved; 
and the Fund now holds about $314 billion in gold and 
U.S. and Canadian dollars. 


“Some observers have ventured to make long-term 
forecasts of the future transactions-activity of the Fund 
by projecting into the future its volume of transactions 
during the past few years. This method of forecast is 
extremely shortsighted. The Fund is prepared to operate 
on a much larger scale as soon as it is satisfied that its 
resources will be employed in the revolving manner con- 
templated in the Fund Agreement. I believe that the time 
when this will be possible is now fast approaching. 

“In order to explain my optimism, I should like to say 
something more about the obstacles which have prevented 
the establishment thus far of a situation such as I have 
just envisaged. By this I mean one in which monetary 
reserves—both those held by individual countries and 
those held by the Fund—could be used with a reasonable 
assurance that they would be performing their proper 
function of financing swings in trade balances and would 
not be merely financing continuing trade deficits. 

“There have been two main obstacles to the establish- 
ment of such a world. One of these can be seen in the 
trade figures. It is the chronic imbalance in payments 
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between the dollar and the non-dollar areas—the so-called 
‘dollar gap’. The other obstacle—not less important— 
lies in the realm of the mind. During much of the 
postwar period, many of the countries of the world did 
not want a liberal-trading world governed primarily by 
the criteria of the market place. They thought that per- 
haps the interests of the common man might be better 
served—and full employment assured—by a world where 
continuing internal inflationary pressures were offset by 
continuing external trade and exchange restrictions. They 
were hesitant, therefore, to take the steps necessary to 
assure external balance. 


“The seriousness of each of these obstacles has greatly 
diminished in recent years. The dollar gap has narrowed. 
At the same time, the unfortunate consequences of under- 
rating the significance of the market mechanism have 
been driven home by hard experience in many coun- 
tries of the Free World. They have come to believe that 
this mechanism can provide the good things of life for 
their people more freely than they could be provided 
by economies strictly planned internally and heavily 
restricted externally. 


“At its high in 1947, the dollar gap was about $11 bil- 
lion; by 1952, it had been reduced to about $11 billion. 
The dollar gap is a complex concept. Different methods 
of estimating the gap are possible. Each would show 
different absolute amounts, but they would all agree in 
showing a great decrease in the past few years. 


“The non-dollar world is now closer to standing on its 
own feet than at any time since the end of the war. The 
figures for the realized gap are a little larger now than 
immediately after the outbreak in Korea, but they are 
not based on an ephemeral commodity boom now as they 
were then. The competitive position of the non-dollar 
world is stronger and its excessive reliance on U.S. goods 
has decreased. These are significant facts. But we 
should not read too much into them. The reduction in 
the size of the gap has required much effort. In the 
nature of the case, each additional billion dollar reduc- 
tion is harder to achieve than was the previous one. The 
last billion dollars is the hardest of all. They tell me 
that, in your American game of football, the last yard 
to the goal line is the hardest. 

“Also, continuing the analogy with football, the ball 
might sometimes be pushed back a little. The great 
reduction in the size of the gap has been achieved with the 
aid of a continuing period of U.S. prosperity. Even a 
minor recession in the United States, with an associated 
decline in private inventories, would hurt many countries 
of the world much more than proportionately. For ex- 
ample, a 3 to 5 per cent decline in the gross national 
product of the United States might cut its imports of 
some raw materials by 50 per cent, or even more, during 
its first year—that is, until U.S. stocks had run down. 
Such a decline would set back very materially the prog- 
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ress of the raw-material-producing countries toward 
monetary equilibrium. 
“In the long run, no doubt, such a setback could be 
overcome by proper policies in both surplus and deficit 
countries—together with help from the Fund, to which 
I believe the deficit countries would be entitled under the 
circumstances. But I want to emphasize that the main- 
tenance of economic stability in the United States is a 
matter of concern not merely to your own people. It is a 
matter of vital concern to the whole Free World. 


“Closely related to this is the interest of the Free World 
in the stockpiling policies of the United States. It is in 
the interest of the United States, as well as in that of the 
rest of the world, that your stockpiling policies should 
be formulated with sympathetic consideration for the eco- 
nomic and social problems of the raw-material-producing 
countries. Differences in policies which mean little to 
you can mean for some of them the difference between 
prosperity and depression, order and disorder, trade— 


perhaps even orientation—toward the East or toward the 
West. 


“From a practical point of view, it is also necessary 
in relation to these problems to place a good deal of 
emphasis on the commercial policy of the United States. 
Experience has shown that the internal prosperity of the 
United States is much more important in determining the 
level of its imports than is its commercial policy. But com- 
mercial policy is also important. The U.S. tariff wall has 
been lowered substantially since the beginning of the 
Reciprocal Trade Agreements program in 1934. But the 
tariffs on many goods are still high, and the administra- 
tion of the law is very complex. This cuts off many 
imports which would be welcome to the consumer in 
this country and which would provide badly needed 
dollars to the rest of the world. 


“Probably even more important obstacles to the 
achievement of balanced trade are the so-called ‘escape’ 
and ‘peril point’ clauses. These place foreign enterprises 
considering an attempt to increase materially their sales 
in the United States or to ‘break into the American 
market’, on notice that, if they succeeed in doing this, 
the tariff wall may be raised enough to reduce their suc- 
cess to nominal proportions. When, as is often the case, 
large-scale expenditures, including those for advertising, 
are necessary to develop a market in the United States 
and to build up the facilities to serve it, these obstacles 
may by themselves be sufficient to ensure that the attempt 
will not be made. The ‘Buy American’ Act which some- 
times bars from the U.S. market products that are com- 
petitive in even the strictest sense has a similarly dis- 
couraging effect. 


“In the long run—and, even in the not-so-long run— 
foreigners can buy no more from the United States than 
they can pay for with the dollars they are currently re- 
ceiving. Most of these dollars come from U.S. imports, 








expenditures of U.S. tourists abroad, U.S. purchases of 
foreign services, especially shipping, net new U.S. invest- 
ment abroad, private aid and remittances, and aid from 
the U.S. Government. The dollars are spent chiefly to 
purchase U.S. exports, to purchase some U.S. services, 
and to meet the net amounts due to the United States on 
account of investment income. If the supply of dollars 
declines, foreign purchases from the United States must 
decline also. Therefore, unless we assume an indefinite 
continuation of U.S. economic aid, U.S. trade obstacles 
must shut off the market for an amount of U.S. exports— 
including, of course, those of agricultural commodities 
such as cotton, wheat, and tobacco—equivalent in value 
to that of the imports which they bar, and so can have 
little net effect on U.S. employment. 


“While U.S. internal prosperity is more important than 
U.S. commercial policy in determining the level of U.S. 
imports, a liberalized commercial policy would help to 
narrow the gap and might close it. It would, furthermore, 
provide a fresh stimulus to U.S. investment abroad and 
so contribute to another of the elements helping to narrow 
the gap. 


“The improvement in the trade figures has been accom- 
panied—and, in large part, it has been brought about— 
by a change in the popular attitude toward the function 
of the market place. This change has been evident in 
many countries of the Free World. Country after country 
has become surfeited with rationing at home and restric- 
tionism at its borders, and has taken steps—principally 
through monetary and budgetary policies—to put its 
economy in order at home and to redress its imbalance 
abroad. These steps have been attended with a large 
measure of success. I need only cite the cases of the 
Netherlands, Western Germany, and Denmark, for ex- 
ample, and, more recently, of Great Britain in improving 
their external positions through vigorous internal meas- 
ures. Belgium, which took the necessary steps early, has 
long had a very strong position. The phrase ‘trade, not 
aid’ is more than a slogan. It reflects the desire of one 
country after another to stand on its own feet without 
the support of economic aid from abroad or hampering 
restrictions on its own people. 

“Now, nearly eight years after V-E Day, most coun- 
tries of the Free World have repaired the devastation 
wrought by the war and their industrial production has 
advanced to new highs. The dollar gap has been reduced 
to small dimensions and most countries are striving to 
reduce it yet further. The time for widespread currency 
convertibility is no longer in the distant future. While 
many obstacles may sometimes slow down our progress 
toward this goal, it should still be made the focus of our 
present efforts. The Fund has been able to make some 
contribution to the progress which has thus far been 
made. It stands ready to make a much larger contribu- 
tion to the world which lies ahead.” 
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U.S.-OEEC Talks on Economic Policy 


Representatives of the United States and of the Organi- 
zation for European Economic Cooperation concluded on 
April 16 a week of intensive exploratory discussions on 
the common economic and financial problems of the 
North Atlantic area. The discussions were informal in 
character, directed to obtain a frank exchange of views 
on a wide range of economic problems of common in- 
terest. The OEEC delegates presented an analysis of 
European economic problems and prospects, and ex- 
plained certain suggestions for meeting those problems 
which would involve measures to be taken by European 
countries and by the United States. During the course 
of the meetings, U.S. officials and the visiting delegation 
discussed European economic policies of common con- 
cern, and U.S. economic policies which have a significant 
impact on Europe. 

The discussions revealed complete understanding and 
agreement on the vital necessity for pursuing sound eco- 
nomic policies. Representatives on both sides stated it 
to be their objective to seek (1) stable and growing 
economies which would permit rising living standards, 
necessary investments, and adequate collective or indi- 
vidual defense efforts, (2) sound internal economic poli- 
cies directed at maintaining financial stability, and (3) 
freer and expanded world trade and an improved system 
of international payments. There was general agreement 
that these purposes would be furthered by continuing 
efforts and close cooperation on both sides of the Atlantic. 

The OEEC delegates stated that, despite the great prog- 
ress made during the past five years, they regarded the 
present economic situation in Europe as far from satis- 
factory, and they stressed the urgency of the need for 
action. The OEEC views were along the following lines: 

(a) The task facing Europe was to continue the co- 
operative efforts which had already produced important 
results. Although the total volume of European exports 
to the rest of the world was today about two thirds above 
the prewar level, dollar earnings from exports had to be 
still further increased. To that end, and in order to meet 
other vital needs, especially in the field of defense, it 
was necessary to increase European production and pro- 
ductivity and make European exports more competitive. 


Europe 


United Kingdom Budget 


In presenting the budget to the House of Commons on 
April 14, the Chancellor of the Exchequer reviewed the 
substantial improvements in the U.K. balance of payments 
position during the past year. In 1952 an over-all cur- 
rent account surplus of £170 million was recorded, to 
which should be added £121 million received as defense 
aid, making a total surplus of £291 million. In 1951 the 


Further efforts should be made to reduce trade restric- 
tions, among the European countries themselves and with 
the rest of the world. 


(b) The United States could play a role in restoring 
conditions for the expansion of world trade and pay- 
ments by measures in the fields of commercial policy, 
foreign investment, and raw materials. U.S. policies with 
regard to tariffs, shipping, and customs procedures were 
of considerable importance to OEEC countries, which 
require dollars to buy agricultural products, raw mate- 
rials, and manufactured goods in the United States. The 
European countries had great interest in increasing 
exports to the United States, so as to reduce the imbalance 
beween them and the United States. U.S. investment 
abroad could assist in making possible a freer interna- 
tional trade and payments system. It would moreover 
be useful if ways could be found to moderate the wide- 
spread disturbances caused by violent fluctuations in the 
prices of raw materials. Problems relating to freer move- 
ment of persons were also mentioned. 


The points raised by U.S. representatives involved an 
exploration of various individual or concerted measures 
by which European countries might improve the com- 
petitiveness of their exports in third areas, as well as in 
the U.S. market, with a view to improving both their 
immediate balance of payments situations and their con- 
sequent opportunities for obtaining the economic bene- 
fits of freer trade and payments on a broader basis. The 
U.S. representatives pointed out that reviews of U.S. 
foreign economic policy were being undertaken, and in 
this connection drew attention to the recent appointment 
of Mr. Lewis Douglas. 


The U.S. representatives also related their support of 
these objectives to the continuing interest of the United 
States in further progress toward European integration, 
through such arrangements and institutions as the Euro- 
pean Defense Community, the European Political Com- 
munity, the European Coal and Steel Community, and 
the Organization for European Economic Cooperation. 


Source: Mutual Security Agency, Press Release, Wash- 
ington, D.C., April 16, 1953. 


current account showed a deficit of £394 million, so that 
the improvement amounted to £685 million, or £572 mil- 
lion if defense aid is excluded. Nearly all of this im- 
provement—£569 million—came from a reduction in im- 
ports caused by both lower volume and lower price. The 
volume of exports was slightly smaller than in 1951, but 
owing to higher prices the total yield was £88 million 
greater. Mainly because U.K. military commitments 
overseas increased while income from enterprises abroad 
declined, net invisible income fell by £85 million. The 
gold and dollar reserves stood at $2,166 million at the 
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end of March 1953, compared with $1,700 million a year 


earlier. 


In 1952 there was a slight fall in fixed investment, i.e., 
in new factories, plant, and machinery, partly offset by 
an increase in other building work. In 1951 there had 
been substantial investment in stocks, but in 1952 the level 
of stocks remained stable. In consequence, there was a 
large fall in this form of demand upon existing produc- 
tive resources, which more than outweighed the increased 
demands of rearmament. The net result was a consider- 
able reduction in total home demand. Although there 
were still a few difficult patches, over the economy as a 
whole the menace of inflation through excessive demand 
had been lifted, and a new flexibility was created which 
showed itself notably in a better distribution of man- 
power. Internal restrictions and controls were eased— 
trading in a number of commodities, such as lead, zinc, 
tea, timber, and fertilizers, was returned to private hands; 
greater freedom was brought to agriculture; and a num- 
ber of price controls were lifted, without any attendant 
increase in retail prices since last June. 


The trend of government expenditure and revenue had 
been less satisfactory. Total revenue in 1952-53 amounted 
to £4,439 million, or £222 million less than estimated, a 
fall being recorded under each of the main categories. 
Total expenditure amounted to £4,351 million, £200 mil- 
lion more than had been estimated. This was due to an 
increase in expenditure of £42 million on consolidated 
fund services, mainly as a result of higher interest rates; 
of £27 million on defense; and of £131 million on civil 
supply expenditure, due to a number of causes such as 
postponement of food subsidy reductions, a special award 
of £40 million to doctors, and extra expenditures on 
research. The “above the line” surplus, originally esti- 
mated at £510 million, thus amounted to only £88 mil- 
lion, which was inadequate to meet capital expenditure 
“below the line” amounting to £524 million, or £18 mil- 
lion more than estimated. 


For 1953-54 total expenditure is estimated at 
£4,259 million, £92 million less than actual expenditure 
last year. Defense expenditure is expected to rise by 
£93 million, to £1,497 million net of defense aid coun- 
terpart. Despite higher prices, civil supply expenditure 
is estimated at £2,089 million, or £191 million less than 
was actually incurred last year. About 60 per cent of 
total civil supply spending is accounted for by social 
services, some of which, notably education and the Na- 
tional Health Service, are expected to cost somewhat more 
than last year, while others, such as food subsidies, will 
cost less. Last year these subsidies cost about £280 mil- 
lion, and for 1953-54 they are put at about £220 million, 
though the recent purchase of one million tons of Cuban 
sugar, which will permit the ending of sugar rationing 
in the near future, to be accompanied by the elimination 
of the subsidy, may make a further small saving possible. 
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On the basis of existing taxation, total revenue in 
1953-54 is estimated at £4,538 million, or £99 million 
more than in 1952-53. This increase is primarily ac- 
counted for by the Excess Profits Levy introduced in last 
year’s budget and from which the yield only becomes 
fully effective this year. Thus, with higher revenue and 
lower expenditure, the “above the line” surplus is esti- 
mated, on the basis of existing taxation, at £278 million, 
or £190 million higher than in 1952-53. The “below the 
line” deficit, however, is estimated at £549 million, or 
£25 million more than last year. 

The Chancellor stated that the primary objective of 
his budget proposals was to maintain a strong balance 
of payments position. In regard to home demand, small 
increases in fixed investment and personal consumption 
were likely, and there would probably be some increase 
in stocks in 1953, but unless further help was given 
through the budget, Britain was unlikely to do much 
more this year than make good the decline in output which 
occurred last year. Production capacity had increased 
steadily, and provided the right course was taken now, 
output in 1953 could be greatly increased. The present 
opportunity had to be used to re-equip and modernize 
factories, and to expand capacity in lines which com- 
mand a ready market abroad. To realize this objective, 
the following budgetary changes have been proposed: 


(1) To reinstate, effective forthwith, the system of 
initial allowances for capital expenditure, these allow- 
ances to operate for both profits tax and income tax. The 
rate for plant and machinery, including agricultural 
machinery, will be 20 per cent; for industrial buildings, 
10 per cent; and for new mining works, such as pit shafts 
and oil wells, 40 per cent. These proposals will cost the 
Exchequer nothing this year, £50 million in 1954-55, 
and £84 million annually thereafter. 


(2) In order to stimulate further production, the 
Excess Profits Levy will be repealed with effect from 
January 1, 1954. The cost to the Exchequer would be 
nil this year, but in 1954-55 would amount to rather 
more than £100 million. 


(3) The standard rate of income tax will be reduced 
by 6d., to 9s. in the pound. The cost of this measure 
would be £64 million in 1953-54, and £73 million in a 
full year. More than half of the benefit of this reduction 
would go to corporate industry, relief to the extent of 
£45 million being afforded to the undistributed profits 
of companies. 


(4) A similar cut will also be made in the reduced 
rates of income tax applicable to the lower tax brackets. 
This concession, which would reach down to the lowest 
incomes, would cost £53 million in 1953-54 and £61 mil- 


lion in a full year. 


(5) The purchase tax will be reduced by 25 per cent. 
For many items in daily household use this means that 
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the rate will fall from 33-1/3 per cent to 25 per cent. 
The cost of these reductions would be £45 million in 
1953-54, and £60 million in a full year. The Chancellor 
pointed out that the high level of purchase tax not only 
had been damaging home trade, but also had been react- 
ing adversely on exports. 

(6) Certain minor tax reductions are proposed at a 
cost to the Exchequer this year of £7 million. 

For the first time since the war, the budget contains 
no proposals for new taxes. The net effect of the pro- 
posed reductions would be to reduce revenue by £169 mil- 
lion in 1953-54 (£259 million in 1954-55), so that the 
“above the line” surplus is now estimated at £109 million, 
or about £20 million more than actually achieved in 
1952-53. 

The Chancellor called his budget an “incentive budget.” 
The steps he had taken were all designed to encourage 
industry both as a corporate whole and as a living struc- 
ture of human beings. The fact that the United Kingdom 
had not been getting the best out of its productive ca- 
pacity sprang in part from its terrible burden of taxation, 
which was the highest in the world. 

Sources: The Times, April 15, 1953, and The Financial 
Times, April 15, 1953, London, England. 


United Kingdom National Income 


Preliminary estimates of the U.K. national income and 
expenditure for 1948-1952 (Cmd. 8803) were published 
on April 1. The gross national product in 1952 amounted 
to £13,648 million, an increase of nearly 9 per cent over 
1951. Because unearned income from abroad fell, the 
increase in the gross domestic product was somewhat 
larger, amounting to nearly 10 per cent. Since the 
Economic Survey had stated that, at constant prices, the 
real value of the gross domestic product actually fell by 
0.8 per cent in 1952 (see this News Survey, Vol. V, p. 
309), the general level of domestic costs and prices ap- 
pears to have risen by about 10% per cent. This in- 
crease was partly offset by a fall in the prices of imports, 
and the actual rise in prices of consumers’ goods is put 
at 644 per cent. 


Total personal incomes are estimated to have in- 
creased by £605 million, or 5 per cent, in 1952. Personal 
provision for income tax and national insurance contri- 
butions fell by £84 million. Despite this total increase 
in disposable incomes of £689 million, personal consump- 
tion rose by only £528 million, so that personal savings 
appear to have increased by about £160 million, to 
£341 million. The main item in the rise in personal 
consumption was food; expenditure on clothes and house- 
hold goods fell somewhat. 


Total corporate earnings amounted to some £3,433 mil- 
lion, out of which about £1,071 million was required for 
taxation and about £1,041 million used for dividends, 
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leaving a balance of £1,319 million (or £134 million less 
than in 1951) as gross corporate savings out of which 
to finance new capital formation and additions to reserves. 

Allowing for the savings of both persons and com- 
panies (and for certain other items), the private sector 
of the economy had in 1952 an estimated £1,730 million 
available to meet capital formation, or £375 million less 
than in 1951. But whereas in 1951 over £1,200 million 
had to be devoted to stock finance (out of which £850 mil- 
lion was needed merely to maintain stocks intact as prices 
rose), in 1952 there was no increase in stock prices and 
the actual volume of private stocks fell by £137 million. 
Fixed capital investment showed almost no change. The 
result was that while private balances available for capi- 
tal formation fell by £375 million in 1952, private capital 
formation itself fell by about £1,340 million. Unfor- 
tunately, the great improvement in the private sector of 
the economy was partly offset by a deterioration in the 
official sector. Net government expenditure, both on 
current and on capital account, increased sharply in 
1952, and the over-all deficit in the public authorities 
sector increased by nearly £400 million. Nevertheless, 
the net surplus available for lending in the whole econ- 
omy, public authorities and private sector combined, 
amounted to £170 million in 1952, as compared with a 
deficit of £402 million in 1951, these figures reflecting, 
of course, the over-all change in the current account bal- 
ance of payments position. 


These estimates clearly reveal the tremendous import- 
ance of stock changes to the internal, and also the external, 
position of the United Kingdom. The Economist also 
points out that, on the basis of the national income 
figures, gross corporate savings amounted in 1952 to 
38% per cent of gross corporate income, while only 
about 2% per cent of personal income was saved last 
year, and concludes that “a transfer from wages to profits 
almost invariably leads to an increase in savings, which 
the British economy so badly needs.” 


Sources: The Financial Times, April 2, 1953, and The 
Economist, April 11, 1953, London, England. 


Swedish-Russian Trade Agreement 


A protocol containing lists of goods to be exchanged 
during 1953 between Sweden and the U.S.S.R. shows that 
deliveries will amount to SKr 75 million ($14.5 million) 
in either direction, which is considerably less than in 
1952, when Swedish exports to the U.S.S.R. amounted to 
about SKr 230 million ($44.5 million) and imports 
from the U.S.S.R. amounted to SKr 104 million ($20 mil- 


lion). However, in 1952 Swedish exports were still 
affected by the credit agreement of 1946, and imports 
were high because of exceptionally large wheat purchases. 

The new agreement has brought the exchange of goods 
back within traditional limits. Swedish exports will con- 
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sist mostly of butter, iron and steel, and machinery; im- 
ports will include 80,000 tons of diesel oil, 30,000 tons 
of oil cakes, 30,000 tons of corn, and certain ores. In 
addition, some U.S.S.R. exports, such as passenger cars, 
furs, anthracite, and tobacco, for which Sweden previously 
paid in sterling, will now pass through the clearing 
account, 

On invisible payments a surplus is expected for Sweden, 
so that the Swedish payments deficit created last year 
by extraordinary purchases of Russian wheat will be 
reduced. Payments of interest on the Swedish credit to 
the U.S.S.R. are expected to amount to SKr 8 million 
($1.5 million) in 1953, but in subsequent years the 
amount will increase. 


Source: Svenska Dagbladet, Stockholm, Sweden, April 12, 
1953. 


Middle East 


Trade Between Egypt and Austria 


A trade and payments agreement between Egypt and 
Austria was initialed in Cairo on April 1, according to 
which Egyptian imports from Austria will not be re- 
stricted. Payments between the two countries will be 
made in Egyptian pounds through an account opened in 
the National Bank of Egypt. An attempt will be made 


to balance this account as far as possible. No specific 
figure is given for the value of goods to be exchanged. 
The two countries have granted most-favored-nation 
treatment to each other. The Austrian Government will 
see that Austrian exporters to Egypt use Egyptian ships 


for carrying their merchandise to Egypt. The agree- 
ment has no specific time limit, but either party may 
terminate it on three months’ notice. A joint committee 
will be established to review the agreement annually to 
introduce any necessary changes in the light of experience. 
Austria will buy from Egypt cotton, especially the Karnak 
variety, onions, and rice. Austria will have the right to 
resell her imports from Egypt on condition that Egypt 
agrees as to the country to which such sales will be made. 
Egypt will buy from Austria steel products, paper, and 
electric motors. If Egypt imperts from Austria goods 
necessary for the implementation of the Point IV pro- 
gram in Egypt, payments will be made in dollars which 
are earmarked for that purpose. The agreement is ex- 
pected to come into effect in the middle of May 1953, 
after its ratification in Cairo and Vienna. 


Source: Al Ahram, Cairo, Egypt, April 2, 1953. 


Syrian Monetary Law 

The Finance Minister of Syria has stated that the 
transition from the present monetary system to the new 
system established last February (see this News Survey, 
Vol. V, pp. 305 and 313) requires time and calls for the 
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enforcement of the new legislative provisions gradually 
and by stages. The first step will be the establishment 
of the Money and Credit Board. This is expected in the 
near future, but the establishment of a Central Bank will 
take more time. The Minister, however, denied press 
reports that the Bank will not be established until 1964, 
the date of the expiration of the concession of the Bank 
of Syria and Lebanon, which now issues the local cur- 
rency and enjoys central bank prerogatives. Negotiations 
have already begun with the Bank of Syria and Lebanon 
for determining orderly methods of transfer to the new 
institution at the appropriate time of the assets and lia- 
bilities of the Issue Department and of government 
deposits. In the meantime, the Bank of Syria and Leb- 
anon will continue to enjoy the issue privilege and its 
other central bank prerogatives. The only part of the 
new monetary legislation which becomes enforceable 
immediately is that concerning the control of banks. This 
control is temporarily entrusted to the Exchange Office, 
established in April 1952, pending the setting up of the 
Money and Credit Board. 

Source: Le Commerce du Levant, Beirut, Lebanon, 

April 11, 1953. 


Far East 


Japanese Coal Imports from Mainland China 


On behalf of three Japanese major iron works— 
Yawata, Fuji, and Nippon Kokan—a Japanese foreign 
trade company has recently negotiated with two Chinese 
firms in Hong Kong for a barter exchange of 157,000 
tons of Kailan coal for shipments of textile machines 
(about $860,000), chemical fertilizers, and other goods 
(about $400,000). The contract under which these ex- 
changes will be made is yet to be officially signed. Ac- 
cording to press reports, the shipment will be made from 
Tangku, near Tientsin, or from some other neighboring 
port, between April and July. 

The price of the coal is said to be $8 f.o.b. Tangku 
per ton, plus a freight charge of $3. Taking into account 
its quality, Chinese coal is comparatively more eco- 
nomical than U.S. coal which costs about $17.50 c.i.f. 
Japanese ports. 

Source: The Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, March 7, 1953. 


Indonesian Import Regulations 

Effective April 1, 1953, Indonesia has raised the im- 
porter’s advance payment on imports from 40 per cent 
to 75 per cent. This prepayment, plus any import sur- 
charges due on items in lists B-1, B-2, and C, must be paid 
before a provisional import slip can be exchanged for 
an import license. The provisional slip is valid only 
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for 14 days, except in certain cases where the period is 
21 days. At the end of this period import licenses will 
be canceled unless exchange contracts have been con- 
cluded. The 75 per cent prepayment must be made from 
the importer’s own funds and not from bank credit. This 
stipulation is expected to reduce hoards of goods and 
gold and thereby have an anti-inflationary effect. At the 
same time, the Government has decided that import ap- 
plications for all permitted imports subject to the new 
rules for advanced payment will be approved more 
promptly than before and that the quantitative and cur- 
rency area screening will be virtually abandoned. Screen- 
ing for price and delivery terms will, however, continue. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., April 20, 1953. 


United States and Canada 


U.S. Treasury Financing 


As part of the governmental program to place the 
public debt on a longer-term basis, the U.S. Treasury 
on April 14 offered 30-year bonds bearing a coupon rate 
of 314 per cent to raise $1 billion in new money and to 
refund maturing savings bonds. The interest rate was 
the highest of any issue since April 1934. The offering 
was oversubscribed seven or eight times, but the Treasury 
is not expected to accept much more than the announced 
objective of $1 billion. 

Sources: The Wall Street Journal, New York, N. Y., 
April 15 and 21, 1953. 


Canadian Gold Subsidy 


Under recent legislation the Canadian Government will 
increase the subsidy to marginal gold mines by $2.00 
with a maximum of $13.50 per ounce (see this News 
Survey, Vol. V, p. 187). The total cost of the subsidy 
will thus be increased by $5 million to $15-16 million 
in 1953. Canadian mines may choose between accepting 
the subsidy and selling their output on the free market. 
In 1952 eleven mines sold on the free market, of which, 
however, eight have decided to accept the subsidy in 1953. 
Free market sales by the remaining three mines are 
expected to reach 500 ounces. 


Source: The Gazette, Montreal, Canada, April 14, 1953. 


Latin America 
Bond Issue for Steel in Colombia 


The Government of Colombia has issued a decree 
authorizing the National Steel Industry (Empresa Side- 
rurgica Nacional de Paz de Rio) to make a bond issue 
totaling Ps$40 million with maturity of 20 years and 
bearing interest up to 8 per cent per annum. The issue 
will be handled through the Bank of the Republic, which 
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is also authorized to invest in these bonds within specified 
limits. The National Savings Bank (Caja Colombiana de 
Ahorros) and other credit institutions will also be 
authorized to invest in these bonds within limitations 
to be established. 

The Board of Directors of the Bank of the Republic 
has also authorized savings institutions to reduce their 
reserves on savings deposits from 23 per cent to 18 per 
cent as long as these reserves are invested in Paz de 
Rio bonds. This authorization permits the Caja Colom- 
biana de Ahorros to invest Ps$714 million. 

Sources: El Tiempo, March 14, 1953, and El Siglo, 
March 14, 1953, Bogota, Colombia. 


Emergency Credit and Exchange Measures in Ecuador 


The Monetary Board of the Central Bank of Ecuador 
has taken several credit and exchange measures to assist 
in making effective the Government’s emergency mea- 
sures called for by the interruption of land traffic be- 
tween the coastal and the mountain regions of the country 
(see this News Survey, Vol. V, p. 323). A line of credit 
of 5 million sucres has been extended to the State Rail- 
road Administration for repairs of tracks damaged by 
the flood of the Chanchan River; temporary credit facil- 
ities have been granted to importers to enable them to 
clear through customs merchandise already imported; 
and the issue of an unspecified amount of government 
bonds has been authorized in connection with relief and 
public works (improvement of airports, road reconstruc- 
tion, and supply of electricity for the city of Cuenca). 

Foodstuffs and fuels whose free importation has been 
decreed by the Government have been shifted to List A 
in the import classification. The Central Bank provides 
exchange for this category of imports at the official rate 
of 15 sucres per U.S. dollar, without any import tax. 
Some of the items which were granted temporary relief 
were formerly subject to 33 per cent (List B) or 44 per 
cent (List C) ad valorem taxes. 


Source: El Comercio, Quito, Ecuador, March 29, 1953. 
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